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INTRODUCTION Publications 


The Canada Pension Plan Advisory Committee, a 
Statutory body whose members are private citizens 
appointed to represent employees, employers, self- 
employed persons and the public, has filed with me these 
reports on improving the protection afforded to 
homemakers under the Canada Pension Plan. 


As outlined in the government's Green Paper, 
Better Pensions for Canadians, providing adequate pension 
protection for women is one of the major goals of the 
current pension reform process. While there has been 
general agreement on this principle, there remains a wide 
range of views on the key issue of how this should be 
accomplished. Indeed, when considering how best to 
improve the protection afforded to homemakers under the 
Canada Pension Plan, the Advisory Committee is somewhat 
divided. While the Committee unanimously agree on 
options for expanding the credit-splitting and child- 
rearing drop-out provisions, three members disagree with 
the majority's recommendation to allow contributions on 
behalf of homemakers and, at the same time, to eliminate 
survivor's benefits for persons over age 65. 


Because of the difference of opinion on this 
point, a minority report has also been prepared, and this 
follows the main report. 


I am pleased to make the Advisory Committee's 
work public at this time when the special Parliamentary 
Task Force on Pension Reform will be seeking the views of 
all interested groups and individuals. 
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Canada Pension Plan QOVISOKY committee EGA tse 
Régime de pensions du Canada COMME CONSUItCHiT | GRE GALE 


February 23, 1983 


The Honourable Monique Bégin 

Minister of National Health and Welfare 
Brooke Claxton Building 

Tunney's Pasture 

OTTAWA, Ontario 

K1A OL4 


Dear Madame Bégin: 


Following the twenty-third meeting of the Canada Pension Plan 
Advisory Committee on December 4 and 5, 1980, a subcommittee was struck 
on benefits to homemakers under the Canada Pension Plan. The work of 
this subcommittee gave rise to the report which is attached, entitled 
"More Effective Participation of Homemakers in the Canada Pension 
Plan." This report was adopted by the Advisory Committee at its 
twenty-seventh meeting on November 1 and 2, 1982. 


The recommendations in the report were unanimously supported 
except for the recommendation that would require contributions to the 
Canada Pension Plan on behalf of homemakers. The recommendation in the 
main report was supported by 10 of the 13 members of the Advisory 
Committee who were in attendance at the twenty-seventh meeting. The 
three who dissented from this recommendation have prepared a minority 
report on this question and the minority report is also attached. 


I am, 


Sincerely yours, 


I 


Robert D. Baldwin 
Chairman, Canada Pension 
Plan Advisory Committee 


Attach. 
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INTRODUCTION 


Eight years ago, in answer to a request from the 
then-minister of National Health and Welfare, the Canada 
Pension Plan Advisory Committee issued a report on the 
possibility of enabling homemakers to participate in the 
Canada Pension Plan. After reviewing the proposals 
existing at that time, the Committee concluded: "(T)he 
time has come for inclusion of housewives in the Canada 
Pension Plan." 


The proposals for inclusion which the Committee 
studied at that time were the following: 1) paying home- 
makers a salary on which their CPP participation could be 
based; 2) voluntary participation of homemakers in the 
CPP; 3) setting up a "Separate but equal" public pension 
plan for homemakers; 4) general splitting of pension 
credits between the spouses throughout marriage; and 
5) splitting of credits between the spouses on marriage 
breakdown only. The Committee's conclusion was that 
while alternatives 1), 2) and 3) were all unacceptable, 
either general splitting or splitting only on marriage 
breakdown could be implemented without insurmountable 
problems. 


The federal government's own analysis on the 
Subject apparently followed similar lines: legislation 
was passed a few years later providing that in the event 
of divorce or annulment of a marriage, the CPP credits 
earned by one or both spouses while they lived together 
could be divided equally between them. This splitting 
only occurs if an ex-spouse applies for it, and it can 
only be done in the case of legal marriages dissolved on 
OGea: Len January wi, L978). 


Since then, many new factors have arisen which 
make it essential that we start our analysis anew. These 
factors are: 


1) The implementation in the Quebec Pension Plan in 1977 
of a "child-care drop-out" measure enabling mothers 
(and single-parent fathers with custody) to stay home 
to raise children aged less than seven without losing 
their pension credits. The federal Parliament 
approved a similar amendment to the CPP, but this 
cannot come into effect until the province of Ontario 
withdraws its veto. (OnNEario jas) this vignt..of veto 
because important changes to the CPP require the 
approval of two-thirds of the provinces having two- 
thirds of the population, and Ontario has more than 
one-third of the population of Canada.) 


6 ) 


The release of several studies demonstrating that 
women who devote their lives to raising children and 
keeping house for their husbands suffer most from the 
inadequacies Of Our pension system. Widows in 
particular are extremely badly treated: their 
pensions typically amount to less than 30% of the 
couple's previous income, and two-thirds of them are 
living in poverty. 


The continuing rise in divorce rates - now around one 
for every three marriages and still rising - high- 
lighting the inadequacy of a pension system which 
assumes that everyone is either a labour force 
participant or the dependent of one. The only 
measure aimed at correcting this, splitting of 
credits between ex-spouses after a divorce, is a 
failure as less than 3% of eligible people are 
applying for 1t 


The reform of matrimonial property laws in nine 
provinces and two territories between 1975 and 1981 
to reflect society's greater acceptance of the 
Principle of marriage as a partnership of equals to 
which both spouses contribute in different but 
equally valuable ways. 


The reiteration, in several surveys, that the 
Majority of Canadian women strongly support the 
direct integration of homemakers' work in the Canada 
and Quebec Pension Plans. 


The development of better and fully feasible methods 
of including the work of homemakers in the Canada 
Pension Plan. The main proposals, supported by 
almost all the women's groups that have adopted 
positions on this issue,” involve a combination 

of the "child-care drop-out" provision (for women who 
spend most of their lives in the labour market) and 
of a drop-in program based on a hypothetical or 
imputed wage (for homemakers who were not in the 
labour force on a full-time basis long enough to 
benefit much or dt=allerrom= tie drop-oute provision). 


Furthermore, most women's groups do not see splitting 
of CPP credits and direct integration of homemakers 
in that plan as an either/or proposition. On the 


contrary, they believe that both must be implemented 
together to recognize women's equal contribution to 
their marriage as well as homemakers' contribution to 
the country's economy. 


Ki Kee Ko Kid ae 


The present analysis takes all these as well as 
the older elements into account. It finally concludes 
that the inclusion of the work of homemakers in the 
Canada Pension Plan is desirable, feasible and should be 
done aS soon as possible. 


I. DEFINITION OF "HOMEMAKER" 


It may seem strange to some that such a 
simple-sounding idea as "homemaker" should require a 
definition. As it happens, though, some of the opposi- 
tion to the participation of homemakers in the Canada 
Pension Plan is based on a misunderstanding of what 
homemakers are and of what they do. 


First and foremost, for those who want to 
integrate them in the Canada and Quebec Pension Plans, 
homemakers are people who keep house for someone else. 
Here 1S how a typical homemaker recently described her 
work: 


I still feel that with four or five people 
holding a [hull —tines)Obwor going to ‘school 
full-time, they need one person who is flexible, 
available to keep all the skids greased for them 
to do their own thing. In my case, I take on the 
responsibility for all the running of the home, 
and I mean that includes banking and arranging to 
have the trees topped. My husband works hard, 
and my children all have outside jobs. Instead 
of my holding an outside job and expecting my 
kids to come home from school and get dinner on 
and help me out doing the laundry or whatever, I 
am here, and I can get dinner ready and facili- 
tate their getting to their outside jobs. 


Homemakers have been called many contradictory 
things over the years, from "queen of the home" to 
"crypto=servant” (dak. Galbraith)’ to "QLOritied 
slave". In an attempt to clarify their role, the 
Saskatchewan Coalition for Women's Pensions, after 
consultation with professionals of various disciplines, 
concluded that it would be more correct to call them 
"home managers". A home manager, according to the 
definition the Coalition developed, is a person who: 


implements family/household policy to achieve 
family/household goals as these relate to the 
care of people, to their development, to their 
environment, and to their interrelationships with 
the community and with the formal economy of the 
COUneEV:. 


The Main interest of these’ definitions is: 


They clearly establish that homemakers do real work 
for which there exist fully paid and pensioned 
counterparts in the labour market. To argue that 
pensions for homemakers would discriminate against 
Single people without dependents "because everybody 
must do some housework", as some people have said, is 
therefore to completely miss the point of what 
homemakers are and do. 


To dispell all remaining doubts that homemaking is a 
well-defined job that can and does occupy great 
numbers of people on a full-time basis, one need only 
consult the numerous time-budget studies carried out 
in the United States, Europe and Canada? all 

found that typical homemakers spend about 50 hours a 
week on household and child care tasks. The most 
detailed study, by K. Walker of Cornell University, 
gave results ranging from 40 hours a week for child- 
less homemakers to 61 hours a week for those with 
Four to Six children. 


To put things in perspective, let us remember that 
the normal work week of Canadian employees only 
amounts to 35 hours. And homemakers do not get time 
Off Or Statutory. nol tdavs -and ‘vacations wy. 


The descriptions illustrate that homemakers' families 
are the recipients of a multitude of valuable 
services that greatly improve their standard of 
living. As a result, families with homemaking 
mothers/wives/others are better off than their total 
cash incomes indicate, and therefore need a higher 
Canada Pension Plan coverage than families with the 
same cash earnings whose spouses are both full-time 
in the labour force. 


The simplest and most obvious way of providing them 
this additional coverage would be to include the 
value of homemakers' work in the Canada Pension Plan. 
It would-also: correct the absurdity of the presence 
system, which obliges a live-in housekeeper to 
contribute to the CPP, but kicks her out of the plan 
if she marries her employer and continues to do the 
same work. 


Some people have problems accepting the idea that 
homemakers' families should receive higher total 
pensions than two-earner couples with the same cash 
income. According to them, it cannot be assumed that 
wives at home perform more homemaking tasks than 
fully employed wives who also do housework in the 
evenings and on week-ends. In other words, they say, 
Couple A, where the husband earns $20,000 and the 
wife is a full-time homemaker, is no better off than 
Couple B, where both spouses have full-time positions 
paying them each $10,000 a year. 


Actually, however, many studies exist to prove that 
they are wrong. Every one of the many time-budget 
surveys mentioned above found that: “Employed women 
spend considerably less time in housework than non- 
employed women", 1 Typically, they concluded 

that: "Employed women devote about half as much time 
to household tasks" as their nonemployed 
counterparts. 


The fact that families with employed wives buy more 
ready-made products, labour-sSaving devices and maid 
services only accounts for part of the difference 
between the two groups. Other factors include: 
employed women receive more help from children and 
husbands (though still very little from the latter, 
as all studies show); they are also more likely to 
live in cities, where shops are more accessible and 
properties are smaller and therefore easier to 
maintain. 


It is also surmised that a large part of the 
difference between the two groups reflects a family's 
tastes and its preference for a particular way of 
life. If a woman stays home after her children have 
grown up, for example, it may be because she and her 
husband are the kind of people who find it essential 
to have an always-spotless home with impeccable 
flower borders and fully-home-grown-and-cooked meals 
onnithes table-at .6/0 ‘clock, 


In such cases, full-time homemakers do more hours of 
domestic work because they are providing more 
services to their families than wives with paid jobs. 
The fact that the employed wife and her husband might 
not want to lead such a meticulous existence is 
irrelevant. No one denies participation in the CPP 
to paid housekeepers for the reason that their 
employers could have lived just as well without 
servants. 


TneLorner amportant factor inathis,.regard 1s, that 
future trends undeniably run in the direction of an 
even larger gap between the hours spent in homemaking 
tasks by full-time homemakers and those of women with 
full-time paid jobs. The main reason for this 
prediction is the desegregation of roles which is 
slowly expected to occur in the relations between 
dual-career spouses. 


As more wives take full-time employment and rebel 
against being forced to do all the work at home as 
well, husbands will increasingly take up a larger 
share of domestic tasks. When spouses who have no 
young children reach the point.where both are doing 
half the work, neither will qualify as homemakers 
because neither will be "keeping house for someone 
else". 


Them point .Oof akhsthis wor sour pusgposes .is, that it shas 
been satisfactorily established that families 
benefiting from the services of full or part-time 
homemakers do enjoy a higher real income and standard 
of living than non-homemaker families with the same 
cash earnings. As the purpose of the Canada Pension 
Plan is precisely to provide benefits that are linked 


to the standard of living of families and 
individuals, the inclusion of homemakers' work would 
be a step forward in achieving that goal. 


3) The Saskatchewan definition, in its careful avoidance 
of gender words, also underlines the fact that "home 
managers" need not be wives or mothers. The pensions 
brief recently issued by the National Action 
Committee on the Status of Women reiterates this by 
stating that participation of homemakers in the CPP 
should not be limited to those two groups, but should 
also cover less common arrangements "Such as when a 
daughter (or son) is keeping house for her/his 
parents, or when a widow(er) acts as homemaker for 
her/his adult children." 2 common law spouses 
could also be included if it were administratively 
possible. 


One final point about the status of homemakers 
still needs clarification. It concerns the widely-held 
misconception that the homemaking tasks done by wives for 
their husbands/families are unpaid. This notion is most 
often wrong, and only the romantic haze our society casts 
over relations between the spouses prevents us from 
seeing it clearly. 


The myth of the unpaid housewife is quickly 
dispelled by a perusal of the common law provisions which 
regulated relations between the spouses for centuries 
until the reforms of a few years ago. A wife's duty 
under the law was to provide her husband and "his" 
children with domestic services, as well as to provide 
exclusive sexual services to her husband. In exchange 
for this, he was obliged to provide her with the necessi- 
ties of life, which included food, shelter and clothing 
in sufficient quality and quantity to keep her from want. 
If the wife did not keep her end of the bargain, for 
example if she refused to follow her husband to Timbuktu 
where he had decided to live, or if she had sexual 
relations with another man, he was released from his 
obligation to support her. 


Leaving aside the question of sexual services, 
there is no doubt that such legal provisions established 
the wife's right to support as a direct compensation for 
her homemaking services. Indeed, the main difference 
between so-called "housewives" and live-in paid house- 
keepers, as far aS compensation is concerned, is that the 
latter are obliged to declare the total value of their 
board and cash wages for tax and CPP purposes, while the 
Former are not. Wives are in fact prevented from 
declaring their in-kind wages for pension purposes by 
section 6(2)(£) of the Canada Pension Plan Act, which 
specifically excludes from eligible work "employment for 
which no cash remuneration is paid, where the person 
employed... iS maintained by the employer." 


Were it not for this provision, which is a 
flagrant case of discrimination by reason of family 
status, homemakers who are supported by their spouses 
would presumably be able to contribute to the CPP today on 
the basis of the value of their maintenance. The minimum 
value of this maintenance can be calculated by adding what 
Canada Employment officers report as being the value of 
the "free" room and board received by live-in maids 
(S27000 a year) Co a “rock-bottom $600 a year for clothing. 


If the Canada Pension Plan Act didn't discriminate 
against homemakers by refusing to recognize the value of 
their earnings, then, they could demand CPP coverage 
equivalent to a minimum level of income of $3,200 a year. 


II. PRESENT TREATMENT OF HOMEMAKERS IN THE CANADA PENSION PLAN 


When the Canada/Quebec Pension Plan was designed 
in 1965, a few people argued that only earners who made 
contributions to the plan should be entitled to benefits, 
otherwise the insurance basis of the program would be 
jeopardized and it would become just another welfare 
initiative. This view did not prevail, because it was 
felt that most earners wanted protection not only for 
themselves, but also for the other people who were 
supported by their earnings. 


As it was then assumed that only male earners had 
dependents, the result was the establishment of benefits 
for their widows, as well as for children when the "head 
of the family" became disabled or died. Following strong 
protests from female earners who resented paying the same 
contributions while being entitled to a lesser range of 
benefits,+4 this was subsequently changed to extend 
identical benefits to women's children and surviving 
spouses. 


As the benefits granted to widows had been based 
On a series of specific assumptions concerning their 
dependency, the resulting present system is an 
incongruous hodge-podge. CPP benefits to surviving 
spouses are now as follows: 


1. To childless able-bodied widows(ers) under the age of 
35: nothing at all, on the assumption that all of = 
them, even 34-year old wives who had been keeping 
house full-time for fifteen years, were not dependent 
on their deceased spouse and will manage fine on 
their own. 


2. To childless able-bodied widows(ers) aged 35 to 65: 
a pro-rated CPP pension if the widow(er) was aged 
between 35 and 45 when the spouse died, and a 
full pension if the widow(er) was aged 45 to 65. 
This is based on the assumption that a married person 
becomes increasingly dependent financially on his/her 
spouse after the age of 35(!), and is fully dependent 
on his/her spouse from the age of 45 on(!). 


Full widows(ers)' pensions include a flat-rate 
payment] $70.68"'a’ month in 1982 — plus’ 37.5% of “the 
deceased's "imputed" retirement entitlement (meaning 
what s/he would have received if s/he had lived and 
worked for pay till age 65), up to a total maximum 
benefit of $186.05 a month. 


Once a widow(er)'s pension level has been set, at 20% 
of the full pension, for example, it is maintained at 
that value until s/he reaches the age of 65 (or 
remarries, aS mentioned later). The rationale for 
keeping the pension at the same value is that a 
spouse who is widowed at age 37 will probably find a 
job and support her/himself almost entirely until 
retirement, while a woman or man widowed at age 45 is 
unlikely to ever manage on her/his own(!). 


To widows(ers) under the age of 65 who are seriously 


disabled or have dependent children: full survivors' 
benefits on the assumption that they were fully 
dependent on their deceased spouse. Both groups 
receive the full benefits described in (2) above, and 
in addition the second group is entitled to orphan's 
benefits of $70.68 per month per dependent child. 


To widows(ers) aged 65 and over: they are entitled to 
either of 


(a) a survivors' benefit amounting to 60% of the 
deceased spouse's imputed retirement pension, up 
tova maximum of $184°359 “a month: 


or 


(b) af the widow(er) is entitled to CPP retirement 
benefits on the basis of her/his own earnings, a 
combination of the above survivors' pension and 
of their own retirement entitlement, up to the 
maximum retirement benefit for everyone of 
DSU s0 


The rationale for abolishing the flat-rate portion of 
the survivors' benefit at the age of 65, and using 
only a fixed 60% of the deceased's imputed entitle- 
ment instead, is that the widow(er) will henceforth 


need less because s/he will receive the Old Age 
Security pension and (if poor enough) the Guaranteed 
Income Supplement. In practice, the change in formula 
barely affects the CPP benefits of widows(ers) of 
average and high-income spouses, but reduces by about 
a third the CPP pensions of those who were married to 
low-income earners. 


For those who receive the combined survivor/retire- 
ment pension, the ceiling imposed on these benefits 
can have the effect of reducing their entitlement to 
a surviving spouses' pension. If a man or woman is 
already entitled to the maximum retirement pension of 
$307.65 on the basis of his/her own work, for example, 
s/he would receive no widow(er)'s benefit at all. The 
assumption behind this rule is that a person's: own 
retirement benefit, because it is based on his/her 
level of earnings, is a good indicator of the degree 
to which s/he depended on his/her deceased spouse. 


To widows(ers) who remarry: the pension they were 
receiving as surviving spouses is discontinued, on 
the assumption that they will be supported by their 
new husbands or wives(!). 


To former wives/husbands of all ages: nothing, even 
in the case of abandoned wives in their fifties who 
were homemakers all their lives and were completely 
supported by maintenance payments from their deceased 
ex-spouses. Orphans' benefits are not affected by 
the divorce. 


The only mitigation of the harsh rule disentitling 
former spouses is the provision for splitting of CPP 
credits on divorce, thereby entitling the homemaker 
to a partial CPP retirement pension at the age of 65. 
As mentioned earlier, though, the fact that this 
splitting is not mandatory and automatic ensures that 
very few former wives will benefit from it. 


To common law “widows(ers)": nothing unless the 
deceased spouses had "publicly represented" them as 
being their legal husbands or wives. If this 
condition is met, and the common law spouses lived 
together for a minimum of three years (if either of 
them was married to someone else) or one year (if not 


married), the "widow(er)" is entitled to a surviving 
spouses' pension under the same terms as a legal 
spouse. In case of conflict between two or more 
eligible "widow(ers)", the last one to live with the 
deceased takes all. 


These benefits are the sum total of what 


homemakers are presently entitled to under the Canada 
Pension Plan. These provisions were the target of 
numerous criticisms in the last decade, the main ones 
being as follows: 


ia 


CPP surviving spouses' benefits are inadequate. They 
are set at such low levels that Canadian widows are 
almost guaranteed of spending the rest of their lives 
in poverty. In 1982, for example, a 65-year-old 
widow receiving maximum sSurvivors' benefits from the 
CPP was entitled to a total income of $6,810 from the 
CPP, the Old Age Security and the Guaranteed Income 
Supplement, while Statistics Canada's poverty line 
for a large city amounted to $8,800 a year. 


As less than a third of elderly women have 
significant savings or receive benefits from private 
pension plans 5 (on the basis of their own or 

their husbands' work), most of them are completely or 
almost completely dependent on these inadequate 
public plans. 


The present system discriminates against wives. It 
does this by denying the contribution of the 
homemaker to the marriage through giving much higher 
benefits to her husband. Not only do husbands 
qualify for disability and retirement benefits when 
homemakers do not, but even as widowers men are much 
better treated than their wives: they keep their 
full CPP retirement pensions, while homemaker-widows 
are forced to survive on 60% of the same amount. 


Remarriage rules under the CPP, providing that 
widows(ers) who remarry lose their survivors' 
benefits, are also seen by many women as an insult 
and a denial of their real contribution to the 
marriage partnership. 


Today's CPP benefits for homemakers ignore the 
economic value of their work in the home. One 
consequence is that the CPP presently penalizes 
mothers instead of rewarding them for the years they 
devote full-time to bringing up the next generation 
of Canadians. 


The other result of ignoring women's work, as 
mentioned earlier, is that the real income (cash plus 
in-kind) of one-earner families is now seriously 
undervalued for purposes of the Canada Pension Plan. 
This causes flagrant hardship in cases where the 
homemaker becomes disabled or dies and the family is 
left without any financial assistance to replace her 
services. 


A similar situation occurs in a less obvious manner 
when the couple gets old. As wives age, many if not 
most become frailer, less energetic and with weaker 
eyesight, so that it becomes increasingly difficult 
for them to perform their domestic tasks. Health 
studies consistently report that many elderly people 
experience serious difficulties with chores_such as 
shopping, cooking and cleaning their homes. 

They are then forced to seek outside assistance (such 
as meals-on-wheels and professional homemakers), or, 
most often, to make do without as much comfort as 
before. A replacement income for the homemaker would 
help pay at least part of the cost of buying such 
services on the market when she is no longer able to 
provide them. 


The other crucial factor to remember is that by the 
time homemakers reach the age of 65 or 70, a very 
large proportion of them will have become widowed. 
The need of widows for an income to replace the 
support their husbands were providing them is already 
well established, since it is the basic assumption 
underlying the CPP's present benefits for surviving 
spouses. 


Widows “sbenemhits entrench thevdependency of wives# by 


linking their future security to their status as 
married women. On the one hand, this prevents older 
homemakers from leaving unhappy marriages because in 


doing so they would lose all entitlement to a widows' 
pension after the death of their husbands. On the 
other, at a time when divorce rates are at one out of 
three marriages and still rising, and where common 
law relationships are increasingly frequent, a system 
granting all survivorship rights to the last of a 
possible series of legal and ultra-legal spouses is 
bound to result in flagrant injustices. 


Pro-rated widows(ers)' pensions, which are sometimes 
put forward as an alternative, are also unsatis- 
factory since they would provide very small amounts. 


The federal government's response to these problems 
was the introduction of optional splitting of CPP 
credits on divorce. While splitting is a desirable, 
indeed an essential measure to recognize the equality 
of the contribution of the spouses to the marriage, 
it is insufficient in itself to provide adequate 
benefits to former homemakers and their spouses. For 
example, taking the case of a well-paid husband and 
his homemaker wife who were married to each other all 
their adult lives and divorce just as the husband 
reaches the age of 65, we find that the ex-spouses 
each end up with half the maximum CPP retirement 
pension, or5$153. 88eeachiai month. eThisris $30la 
month less than the CPP entitlement of the widow 
mentioned in point (1) above, whose total pension is 
$2,000 a year lower than Statistics Canada's poverty 
line! 


And when the ex-husband dies, two years later let's 
say, the woman will continue to receive a CPP pension 
of $153.83 a month while her homemaker friends who 
stayed married two years longer will get widows' 
pension from the CPP amounting to $184.59 a month. 
Something is seriously wrong with a system that 
produces such patently unfair results. 


As for the splitting of CPP credits on divorce being 
optional, it almost ensures the failure of that 
provision: | <One-of the: reasons; seemseto:be that 


almost no voluntary pension arrangements can expect 
to have broad appeal, especially among young people 
such as divorced women whose current needs are 
usually very urgent. If given a choice between 
slightly larger maintenance payments now and a 
hypothetical partial CPP pension at the age of 65, 
for example, most ex-wives would probably opt for the. 
less valuable but immediate benefit. 


Survivors' pensions are also criticized for forcing 
all CPP participants to pay an unjustified subsid 

to one-earner families. Single and divorced earners 
in particular often say that they strongly object 
having to make higher CPP contributions to pay the 
cost of widows' benefits to families that have the 
economic advantage of a wife at home. Married female 
earners are also losers because they are unlikely to 
die before their husbands, while their personal CPP 
entitlements reduce or annul the benefits they might 
have received as widows. 


To solve the problem of these married women, who 
complain about the reduction of their widows' 
pensions, the federal government has recently 
proposed that the ceiling on combined retirement/ 
survivor benefits be lifted or abolished.+/’ tIf£ 

this were done, married female earners with good 
personal incomes (and their male counterparts) could 
receive both a full retirement pension and a 
widows(ers)' pension up to a total as high as $492.24 
a month under the present system. 


The problem with that approach is that instead of 
solving the underlying difficulty, it adds another 
patch creating new injustices. The main one would be 
an even more unjust treatment of single and divorced 
earners, who would make the same CPP contributions as 
married people but be limited to much lower maximum 
benefits ($307.65 a month in 1982). 


The other feature of the funding of sSurvivors' 
benefits that aggravates this cross-subsidy effect is 
the fact that widows(ers)' pensions are calculated on 


the basis of the earnings of the deceased spouse. As 
a result, the subsidy paid by all CPP participants to 
homemaking widows is not the same for all families: 
it is lowest for the poorest couples and greatest for 
the families that need it least. The other 
consequence is that homemaker widows receive very 
different CPP benefits even though they perform 
essentially similar work. 


The reason given for linking widows(ers)' benefits to 
the level of their spouses' earnings is that it is 
necessary to maintain some continuity in the family's 
standard of living. A much fairer way of achieving 
this would be to split CPP credits equally between 
all spouses. It would achieve the same goal without 
imposing an unfair burden on other CPP participants. 


Finally, CPP surviving spouses' benefits are 
criticized for the obvious reason that the dependency 
assumptions on which they are based are obsolete, 


arbitrary and, in the case of widowers, completely 


absurd. The most ludicrous are the assumptions that 
all 45-year-old widowers and widows were financially 
dependent on their spouses, and that a widower who 
remarries no longer needs benefits because he will be 
supported by his new wife. 


One problem such assumptions have already created in 
countries like Germany, where widows' benefits are 
generous and the population older than ours, is the 
resentment many people feel upon seeing large sums of 
money being paid out to middle-aged able-bodied 
widows and widowers with good earnings of their own. 
It is galling enough to see 45-year-old businessmen 
collect full CPP widowers' pensions, some Canadians 
now say, but even more so when groups such as 
abandoned older ex-wives and disabled homemakers are 
denied any benefits. 


Ke Ky RES 


To conclude on the present treatment of homemakers 
under the Canada Pension Plan, one can say that it is 
unfair, illogical, inappropriate, discriminatory and 
inadequate. Given all these failings, it should not 
be difficult to devise alternative systems that could 
do a better job. 


III. PROPOSALS TO IMPROVE THE SITUATION 


As mentioned in the introduction, proposals for 
including homemakers in the Canada Pension Plan have 
become much more complex in the last few years. Instead 
of talking of single changes that would do the trick of 
including all housewives in the CPP, all serious pro- 
posals now involve combinations of several changes whose 
total effect would be a comprehensive CPP approach 
towards homemakers. The proposals most often mentioned 
these days are the following: 


Proposal One 


This proposal is mainly supported by business 
groups. 8 It includes a combination of: a) the 
"child-care drop-out" provision, as adopted in the Quebec 
Pension Plan or with some modifications; and b) larger 
widows(ers)' benefits. 


Proposal Two 


This position which used_to be mainly put forward 
by the Canadian Labour Congress,19 involves a 
combination of: a) the "child-care drop-out" provision; 
db) mandatory equal splitting of the CPP credits of all 
spouses on divorce, retirement or first death; and 
c) some modernization of surviving spouses' benefits. 
With a few variations, this is also the position adopted 
in the federal government's recently-issued Green Paper 
On pension reform. 


Proposal Three 


This proposal represents the consensus view of 
many women's organizations.?1 biecalicc£on rd 
combination of: a) the “child-care drop-out" provision; 
b) vanwadditional Ydrop-iniw provision, for long-term 
homemakers; c) mandatory equal splitting of CPP credits 
of all spouses on divorce, retirement or first death; and 
d) drastic reductions in Surviving spouses! benefits and 
rationalization of the remaining ones. 


Here are the advantages and criticisms of each of 
these approaches: 


Proposal One 


thes consists ofsaccombination:ofe ia) the 
"child-care drop-out", as in Quebec or modified; and of 
b) larger widows(ers)' benefits. 


As described earlier, the Quebec Pension Plan's 
"child-care drop-out" measure protects the pension 
credits of mothers and single-parent fathers during the 
low or zero-income years they spend outside the labour 
market with children aged less than seven. This is done 
by leaving those years out of the calculation of the 
person's average lifetime earnings, on which the pension 
is based (roughly speaking, CPP and QPP retirement 
pensions amount to 25% of those average earnings). 


With the notable exception of the government of 
Ontario, all the major participants in the pension debate 
now favour the implementation of a similar measure in the 
CPP aS soon as possible. Ontario's reasons for 
continuing to veto it are: 


1. It would add another "welfare" element to the CPP 
that would further erode its insurance principle, and 
would lead other equally deserving groups such as 
those who care for disabled people to demand similar 
treatment. 


Zn It would be unfair towards mothers who return to the 
labour market soon after the birth of their children. 
For example, wrote Premier William Davis, 


A woman who returned to the labour force five 
years after the birth of her child would receive 
the same pension (all other things being equal) 
aS a similar woman who because of economic 
necessity returned to work one year after the 
birth of her child and was required to contribute 
each year worked. 


3. It would be even more unfair towards full-time 
lifelong homemakers, who would receive nothing from 
the CPP for their child-rearing years because they 
had not established a sufficient attachment to the 
labour force. 


It would create a cross-subsidy from all CPP 
participants to mothers that would be of greater 
value to women with high incomes. This is because 
the "drop-out" provision continues these women's 
incomes at their normal level for CPP purposes, and 
it is more expensive to continue a high income than a 
lower one. 


Supporters of the "drop-out" period answer that: 


Yes, there is a welfare element to the "drop-out" 
provision, but it is as much if not more justified 
than the many other subsidy elements contained in the 
CPP, such as full benefits for those who participated 
only ten years before retiring, benefits for 
surviving spouses and orphans, etc. As for home- 
makers caring for very disabled family members, they 
should also be able to take advantage of the 
"drop-out" provision. 


it is true that with a "chidd=care? drop-out” 
provision the mothers who return to the labour force 
immediately after having a child would be subsidizing 
those who stay home for longer periods. However, 
most women do not mind this at all, partly because 
the subsidy involved is minuscule, and partly because 
they favour a global set of measures for all mothers, 
including CPP coverage for the ones who stay home and 
the provision of subsidized day-care arrangements for 
those with paid jobs. 


While it is technically true that the "child-care 
drop-out" provision gives benefits to earning mothers 
while neglecting mothers with a smaller link to the 
labour market, the constructive approach in this 
Situation is not to reject the provision, but instead 
to seek ways of including all the other mothers in 
EherCcee, 


While some supporters of the "drop-out" provision are 
not completely at ease with the greater subsidization 
of high-income women it produces, most are reconciled 
to it by the argument that the cost of staying home 
with a young child is greater for higher-income 
women, because in doing so they are giving up a 
better salary. 


A final point on the "child-care drop-out" 
provision (or "dependent-care drop-out", if it also 
covers the periods spent caring for disabled relatives) 
is that it should not discriminate against fathers. The 
federal government is therefore to be commended for 
amending the Canada Pension Plan Act and regulations in a 
way that would grant this benefit to either parent 
equally, instead of limiting it to the mother as is 
almost always the case now under the Quebec Pension Plan. 


Returning to Proposal One, we see that all it 
consists of is the "drop-out" period and increased 
widows(ers)' benefits (the most frequently mentioned 
figure for this increase being 75% of the deceased 
spouse's entitlement). The advantage of this proposal is 
that it would require very little change to the present 
system. 


The disadvantage of Proposal One is that it would 
achieve very little: 


- On the criterion of adequacy, it would still leave 
most widows with incomes below the poverty line. 


= On equality between the) spouses, it would’ leave the 
present situation almost completely unchanged. 


- On recognition of the economic value of homemakers' 
work and providing them a replacement income based on 
their own efforts, it would partly succeed by 
including in the CPP the dependent-care work of some 
women (those who spend most of their lives in the 
labour market, stopping only for a few years to care 
for their young children). It has been estimated that 
the "child-care drop-out" provision would increase the 
CPP pension of these women by about 23%. 


- On making homemakers' security more independent of 
theicimarital<sStatus,.it. would achieve lattle, win 
fact, larger widows' pensions would widen the gap 
between the CPP benefits of widows and those of 
divorced wives, which would make it harder for older 
wives to leave unsatisfactory marriages. 


- On increasing the fairness and rationality of benefits 
to surviving spouses in particular and of the system 
in general, it would do nothing at all. 


Proposal Two 


This CLC-backed position combines: a) the 
"child-care drop-out" provision; b) mandatory splitting 
of the CPP credits of all spouses on divorce, retirement 
or first death; and c) modernizing surviving spouses' 
benefits. To these measures, the federal government's 
Green Paper would add larger benefits for widows(ers) 
over the age of 65, and splitting of CPP credits between 
the spouses when either of them becomes disabled or when 
they have been separated for a few years. As mentioned 
earlier, the Green Paper would also abolish the ceiling 
On combined retirement/widowhood benefits received by 
surviving spouses with CPP entitlements of their own. 


In the case of couples who were married to each 
other all their lives, these proposals would produce the 
following monthly CPP pensions on retirement under the 
present system: 


Monthly CPP Benefits Payable on Retirement 


Under the Present System and Under Proposal Two - 1982 
Couple 1 Couple 2 


HIM HER HIM HER 
(earnings: (earnings: | (earnings: (earnings: 3 
average wage) none) | average wage); average wage) 


a) CPP Pensions at} the age of 65] now: 

S$ 308 none $ 308 Sy54 
b) CPP Pensions at} age 65 under Proposal Two: 

S$ 154 ee aein FAG 


The retirement benefits of single people would 
remain at $308 a month for those who were earning the 
average wage or more, and $154 for those who earned half 
the average wage. 


Assuming a post-retirement survivors' benefit of 
50% as recommended by the CLC (the Green Paper suggests 
60%), and considering both cases of spouses who stayed 
married until death and spouses who divorce at the age of 
64, Proposal Two would produce the following results upon 
the death of the husband or wife. 


CPP Benefits Payable on Death 


Under the Present System and Under Proposal Two - 1982 
Couple 1 Couple 2 

Widower Widow Widower Widow 

(earned (earned (earned (earned 3 

average wage) nothing) average wage) average wage) 


a) If the spouses stayed married until one died after age 65: 
° CPP benefits under the present system: 
Se S08 Sh 285 > 1303 Sra pal) 
° CPP benefits under Proposal Two: 
Sri ou Seow S$ 345 S 345 
b) If the spouses divorced at the age of 64 and one then died: 


° CPP benefits under the present system, assuming 
splitting on divorce: 


$ 154 $ 154 oa 23k oF 25.1 
° CPP benefits under Proposal Two: 
$ 154 S154 SU Fei oe 251 
Using the same criteria as before to assess 
Proposal Two, we see that: 


- On adequacy, there would be little change on the whole 


from the present system, but the misery would be more evenly 


distributed between the spouses. In one-earner families 
where the husband was eligible for maximum CPP benefits, 
widowers' total pensions (including the OAS-GIS) would 
diminish by $456 a year, while those of widows would 
increase by $373. Two-earner spouses would all receive 
slightly higher benefits than now upon widowhood, but the 
dismal situation of divorced couples would not change at 
alin. 


In all fairness to the Canadian Labour Congress, one 
must add that it also recommends doubling CPP benefits 
and increasing the Old Age Security pension. This 
would of course greatly increase all benefits, but a 
doubling of the CPP alone would still leave divorced 
people from one-earner couples with incomes far below 
the poverty level. 


As for the Green Paper's proposal of a 60% survivor's 
benefit, it would give slightly more to all widows and 
widowers but would do nothing to help divorced 
spouses. 


On the criterdon or equality between the =spouses, 
Proposal Two as extended by the Green Paper is an 
unqualified success: retirement and survivorship 
rights after age 65 would be the same for both 
spouses; both would also enjoy the same coverage in 
cases of disability or death before the age of 65. 


The one important drawback of splitting the CPP 
credits of the spouses upon either of them becoming 
disabled is that if full-time homemakers become 
entitled to disability benefits based on a portion of 
their husbands' pension credits, the husbands' own 
protection against disability would be drastically 
reduced as a result. 


On recognizing the value of homemakers' work. In this 
respect, Proposal Two would do no more than Proposal 
One. The "drop-out" provision would recognize and 
replace the value of the homemaking services of those 
women who spend most of their lives in the labour 
market, stopping for no more than seven years when 
they have a child. The economic contribution of all 
other homemakers would still be ignored, and they 
would still be classified by the CPP as "dependents" 
of their husbands instead of workers in their own 
right. 


On making homemakers' future security more independent 
of their marital status, Proposal Two would do no more 
than Proposal One and would even be worse in some 
respects. By giving much better benefits to those who 
remain married until death, it would make it even more 
difficult for older wives to decide to leave unhappy 
marriages. 


Indeed, the gap between the benefits of widows and 
those of divorced women would be so wide - widest 
under the Green Paper proposals - that the injustice 
created would clearly be intolerable. At the very 
least, Proposal Two should be supplemented by a 
measure such as that recently implemented in the U.S. 
Social Security system to provide dependents' benefits 
to the survivor upon the death of an ex-spouse where 
the marriage lasted more than ten years. Several 
European countries also have special benefits for 
surviving ex-spouses who were being supported by their 
deceased ex-husbands. Of course, all such measures 
would increase the "welfare" aspect of the Canada 
Pension Plan. 


*(sOngancreadsingea the fairness’ andjrationality {of benefits 
to homemakers, Proposal Two has pros and cons. CPP 
pensions to survivors over the age of 65 would not be 
better justified than now. They would still wrongly 
assume that a homemaker is an economic burden and that 
the homemaking widows of rich men should receive 
higher subsidized benefits than those of poor ones. 


On the other hand, the Canadian Labour Congress and 
the Green Paper both proposed ways of revamping 
benefits to Survivors aged less than 65 to make them 
more rational and closer to the needs of their benefi- 
Ciaries. The Canada Pension Plan Advisory Committee 
will analyze these proposals in detail in a forth- 
coming report dealing specifically with CPP benefits 
for widows(ers) under the age of 65. 


Proposal Three 


This proposal, which represents the views of .the 
majority of Canadian women's groups interested in this 
subject, involves a combination of all the 
following elements: a) to protect the CPP credits of 
"occasional" homemakers who drop out of the labour force 
for a few years to care for their young children or very 
disabled family members, the implementation of the "child- 
care" or "dependent-care" drop-out provision; b) to 
include in the CPP long-term homemakers whose link to the 
labour force is too tenuous for them to be able to 
benefit from the "drop-out" provision, the introduction 
of a special "drop-in program; c) to recognize the 
equality of the spouses' contribution to the marriage, 


mandatory splitting of the CPP credits of all husbands 
and wives upon divorce, retirement or first death; and 
d) abolition of widows(ers)' benefits for those over the 
age of 65, and reform of those for younger ones. 


The main difference between this proposal and the 
previous one is that it would include many more home- 
makers directly in the Canada Pension Plan. The two most 
important groups it would add are: 


1) Mothers and caretakers of disabled relatives who were 
not employed long enough on a full-time basis to get 
much or any benefit from the drop-out period. This 
is because the "drop-out" provision works by main- 
taining a person's earnings at their normal level. 

It is therefore of little use to those whose "normal" 
earnings are non-existent or extremely low. 


2) The largest sub-group among homemakers, composed of 
women who are keeping homes for their husbands (about 
one and a half million) or for their husbands and 
their school-age children (about one million). As 
these women are not caring for young children or 
disabled relatives, they would not be eligible for 
the "child-care drop-out" provision even if their 
link to the labour market was sufficient to enable 
them to benefit from it. 


Until recently, the insurmountable barrier to 
these groups' inclusion in the CPP was that no feasible 
and fair way had been devised for them to do so. The 
only method put forward at that time, voluntary contribu- 
tions by whichever homemakers wanted to pay into the 
plan, was almost unanimously rejected by experts for 
three main reasons: 1) the experience of several 
European countries with such a system was a failure 
because very few homemakers were willing or able to parti- 
cipate in a pension plan’ on’ that basis<:= 2) "the smalt 
number of homemakers who were able to participate in that 
manner were better-off ones least in need of such 
protection; because of the cross-subsidies inherent in the 
CPP, this would have very inequitable consequences; and 3) 
voluntary participation in the CPP would increase the 
dependency of wives by putting them in the position of 
having to beg to their husbands to obtain the necessary 
funds to pay their contributions. 


For all these reasons, we believe that any system 
aiming at including all homemakers in the Canada Pension 
Plan must be mandatory. The questions this immediately 
raises are: 


1) To what level of income should these homemakers' CPP 
credits be made to correspond? 


2) Who would pay the cost of their benefits? 
Level of Income 


As long-time homemakers have little or no 
earnings, it is essential for purposes of their inclusion 
in the CPP to choose a hypothetical income level upon 
which to calculate their benefits and (where applicable) 
the amount of their contributions. Of the several 
alternative levels of income suggested for this, the most 
frequently cited are: 


a) Half the average industrial wage, or about $9,500 in 
1982.25 This has proven the most popular because 
it is high enough to be worthwhile, but not so high 
that it would create problems of equity and possible 
disincentive by giving higher pension entitlements to 
homemakers than to full-time participants of the 
labour force. To cover part-time earners/homemakers, 
it is suggested that they continue to make CPP 
contributions on the basis of their own earnings, but 
receive credits up to half the average wage, in 
recognition of the reduction in their earnings 
resulting from their family responsibilities. 


Other advantages of using that. level include: “42¢-is 
an Objective. criterion that, 1s,not, subject. to 
political vagaries, unlike the minimum wage for 
example; it produces an amount which is not far from 
the cost one would have to pay to obtain the services 
of a paid homemaker in the marketplace (Ottawa 
employment agencies report that the current minimum 
market cost of a paid homemaker working 40-45 hours a 
week 1SeolO5.a Week, OG >So, 000 anyveaty)s. 


b) The average industrial wage, or about $19,000 
now.2© The main reason invoked for putting this 
level forward is that homemakers' services are so 
valuable and crucial to society that they should 


give entitlement to maximum CPP benefits. Its 
supporters are less numerous now that the equity and 
disincentive problems mentioned above are better 
understood. 


c) A proportion of the other spouse's earnings (half or 
the full amount were both mentioned). 27 The 
rationale for using half the spouse's income is that 
if marriage were treated as an equal partnership, the 
homemaking wife would receive half of the family's 
income as a fair compensation for her efforts. 


The justifications forvusings the full) amount) ote the 
other spouse's income is usually that both spouses' 
incomes must be taken into account to arrive at an 
appropriate replacement income for the homemaker that 
will be linked to the couple's previous standard of 
living. In fact, this is not necessary in a system 
where mandatory splitting of CPP credits between the 
spouses also achieves that result. 


The most important argument against the linking of 
homemakers' own CPP participation to the level of 
their husbands' earnings is that it comes in direct 
contradiction with the idea that women should be 
included in the CPP on the basis of their own work. 
As the value of homemaking tasks and the necessity of 
replacing that value in old age are the rationales 
for inclusion, and as most homemakers do essentially 
Similar work, it makes little sense to assign a value 
to this work which varies according to their 
husbands‘ earnings. 


Who Would Pay 


In addition to the level of income to be assigned 
or imputed, the other important question these proposals 
must deal with is who would pay the homemakers' CPP 
contributions. We would answer this question differently 
depending on whether the long-term homemaker is or is not 
performing tasks that benefit society as a whole (as 
opposed to only her husband, for example): 


a) In the case of homemakers doing work benefiting all of 
society, such as caring for children aged less than 
seven or very disabled relatives, we feel that 
participation in the CPP should be vtully subsidized by 


ali SGBPepartrcipants DvPhi=s would’ oll yrhe alogacal 
Since "occasional" or “short-term" homemakers doing 
Similar tasks would also be fully subsidized through 
the “child-care drop-out" provision. 


b) In the case of all other homemakers, such as older 
wives who are mainly keeping house for their 
husbands, subsidization is not desirable or appro- 
priate. CPP contributions for these homemakers 
should be paid by the adults who benefit most from 
their services, ‘or, to put “it differently p by the 
adults who are the custodians of their families' cash 
incomes. In the majority of instances, this would be 
the husband, and he would be required to pay both the 
employer and the employee shares of his homemaking 
wife "s "CPP "contributions. 


A convenient way of collecting these 
contributions would be to require that they be paid by 
anyone who wants to claim an income tax deduction for a 
dependent spouse (Or a Similar deduction which can be 
used for homemaking relatives). 


Criticisms of these proposals to include 
homemakers directly in the CPP have been very similar to 
those which the government of Ontario has formulated 
against the "child-care drop-out" provision. To recall 
them, they were: 


1. That it would weaken the link between earnings and 
benefits under the CPP, and therefore undermine the 
insurance principle of the plan. This argument is 
not even valid in this case, because if pensions for 
widows(ers) over the age of 65 were abolished and 
replaced by the system proposed here, the result 
would be a much closer relationship between the real 
income of families (including the homemakers' in-kind 
earnings) and their eventual benefits. 


2. That CPP pensions for homemakers would be unfair 
towards women who spend their whole lives in the 
labour market, often doing domestic tasks at the same 
time. This argument, which is unfortunately repeated 
in the federal government's Green Paper, is entirely 
spurious because: 


a) In the case of long-term homemakers who are 
taking care of young children, direct inclusion 
in the CPP would only give these women benefits 


equivalent to those enjoyed by female labour 
force participants through the "child-care 
drop-out" provision; 


b) The direct inclusion of long-term homemakers in 
the CPP would have no effect whatever on the 
pension benefits of women who spend most of their 
lives in the labour market; 


c) The CPP pensions of women with paid jobs would 
always be at least as high, or higher, than those 
received by homemakers; 


gd) The main effect of a direct inclusion of 
long-term homemakers such as described here would 
be to reduce the relative CPP contributions of 
female earners. This would follow from the fact 
that they would no longer have to subsidize the 
benefits of homemaking widows; 


e) The alternatives to direct homemaker contribution 
in the CPP all involve sraising surviving «spouses;! 
benefits. This would further increase the subsi- 
dies flowing from women in the labour market to 
women at home, with the homemaking wives of 
higher-income men collecting the largest 
benefits. 


Other criticisms of direct homemaker integration 


in the CPP include: 


ie 


That pensions for homemakers are useless because with 
the cexception of sanshorteperiod following vychildbimenh, 
women's work patterns will be almost identical to 
men's before long. 


The fact is that although such a development is not 
completely impossible, economic projections indicate 
that as far in the future as we can see, important 
numbers of Canadian women will continue to work in 
their homes. Besides, if a system of direct home- 
maker participation in the CPP is established and 
women all join the labour force on a full-time basis, 
that system will simply fall into disuse and no one 
will have been harmed. But if nothing is done to 
improve the present situation, and millions of women 
continue to work in their homes, a great deal of 
hardship will be suffered that could easily have been 
avoided. 


That personal CPP coverage for homemakers will 
discourage them from joining the labour market. 


It is preposterous to suggest that the expectation of 
a small pension at the age of 65 will deter anyone 
from taking a job that would provide at least as good 
a pension coverage as well as an immediate salary. 


That many families would be unable to afford the much 
larger CPP contributions entailed by the direct 
integration of homemakers in the CPP. Depending on 
whether and how much CPP contributions and/or bene- 
fits are raised in the future, it is argued that this 
could raise serious difficulties. 


The most important point to keep in mind in this 
regard is that this problem of insufficiency of money 
will have to be dealt with whether or not all 
homemakers are integrated in the CPP, and whether or 
not a decision is made to increase the benefits 
currently paid out under the Plan. This is because 
many families will be unable to afford the increases 
required to maintain the present level of CPP 
pensions in the years to come, let alone an expanded 
one. 


The question of subsidies for poor families under the 
CPP must therefore be looked at in the broader 
context of the part of the Great Canadian Pensions 
Debate that deals with the ways in which the CPP 
could be modified or redesigned to accommodate the 
needs of low-income people. 


Unfortunately, very little work has been done in this 
area until now. Among the possibilities mentioned in 
various studies are: 


ajeacca lang CPP icontributionsadnysuch#a-waystiatsthey 
would represent a lower proportion of the 
earnings of those with lower incomes; 


b) requiring employers to pay a larger share of the 
costs by asking them to make contributions at the 
same percentage rate as earners, but on the basis 
ofiptheir+total. payroll rather, than, only ;on 
earnings up to the maximum pensionable amounts; 29 


c) raising the level of the basic exemption under 
which there are no CPP contributions ($1,600 in, 
1982); the cheapest variation on this would only 
increase the exemption for purposes of calcula- 
ting workers' contributions, and leave it at a 
lower level to determine employers' costs. 


So far, none of these proposals has received more 
than cursory examination by the economists who are 
active in the field of pension reform. In addition, 
no valid estimation of the costs involved in 
providing CPP coverage to all homemakers has yet been 
made. The tentative estimates that have been done 
are hopelessly flawed because they fail to take into 
account the reductions in costs that would result 
from the abolition of several categories of 
widows(ers)' benefits. 


We at the Canada Pension Plan Advisory Committee 
strongly urge the federal government to do more 
research in these areas. In the meantime, we support 
the principle of subsidizing the CPP contributions of 
homemakers from low-income families. 


Finally, some critics have said that CPP coverage for 
homemakers would be undesirable because it would 
mainly benefit well-off families who can afford to 
maintain a wife at home. This argument, which is 
also sometimes made against the "child-care drop-out" 
provision, raises interesting speculations about the 
type of women who are most likely to work mainly in 
their homes in the future. According to some 
studies,?1 the homemaker of the future may in 

fact be from a modest rather than an upper-income 
home. This is because people of similar backgrounds 
and education levels tend to marry each other, with 
the result that as women's earning potential 
increases, it is upper-income families who benefit 
most. 


Even if future homemakers were mainly wives of middle 
and upper-income men, however, it does not 
necessarily follow that low-income two-earner couples 
would be harmed by the direct integration of these 
housewives in the CPP. On the contrary, low-income 
couples would still benefit because they would no 
longer be forced to subsidize the regressive 
widows(ers)' benefits of better-off spouses. 


As the above criticisms demonstrate, some people 
have put a great deal of energy and ingenuity into trying 
to find every possible reason for not including long-term 
homemakers in the Canada Pension Plan. One of the 
reasons for this, which is never stated openly but may be 
the real cause of this strong opposition from some 
quarters, is that most men with wives at home are happy 
with the present system of cross-subsidies by all CPP 
participants to their widows and do not want to have to 
make special contributions for their stay-at-home 
spouses. If survivors' benefits were increased as 
recommended in Proposals One and Two above, the subsidies 
these men receive would become even larger. 


To understand more clearly the concrete effects 
of Proposal Three, we can see the benefits it would 
produce under the present system: 


Monthly CPP Benefits Payable on Retirement 


Under thesPresent System and Under Proposal. Three .— 1982 


Couple l Couple 2 
HIM HER HIM HER 
(earnings: (earnings: (earnings: (earnings 3 
average wage) none ) average wage) average wage) 
a) CEPepenslons at the vage Of 65) under (the present system: 
$308 none S) 7308 Sich54 


b) CPP pensions at the age of 65 under Proposal Three: 


Seat Sad pee mn | Sy 231 


As under Proposal 2, the retirement benefits of 
single people would still be at $308 for those who were 
earning the average wage or more, and $154 for those who 
earned half the average wage. 


If, as Proposal Three calls for, benefits for 
widows(ers), aged 65 and over were abolished, we would 
get the following results upon the death of either spouse 
Or ex-spouse: 


CPP Benefits Payable on the Death of a Spouse 


Under the /PresentysystemvandsUndemeProposalaahree ea I32 


a) 


b) 


Couple 1 Couple 2 
WIDOWER WIDOW WIDOWER WIDOW 


Tf married until the agerot (65 sands thensoned ved: 


° Under the present system 

$ 308 oh elltstio) $ 308 SueQiel 
° Under Proposal Three 

s 232 Seo Sie2 3k Soe2sul 


If divorced at age 64 and one of them dies later 
(assuming splitting): 


° Under the present system 

$ 154 $ 154 Seyae ye S23 
° Under Proposal Three 

S$ 231 Sree oul Saeco 3s 231 


Comparing these results with those produced under 


Proposal Two, we find the following important differences: 


1. 


Proposal Three would give much larger benefits to the 
groups which now receive the lowest benefits, such as 
one-earner couples and divorced spouses. 


Proposal Three produces lower widows(ers)' benefits 
for two-earner couples. This is the inevitable 
consequence of abandoning the principle of wives' 
dependency upon their husbands. To mitigate this 
effect, it has been proposed that truly dependent 
spouses (such as disabled ones) continue to receive 
widow(ers)' pensions. We support this proposal and 
would also favour the adoption of a "grandmother" 
clause guaranteeing that all people aged 35 and over 
when these changes were introduced could still use 
the old rules whenever they are advantageous to them. 


In addition to treating the spouses equally, which 
Proposal Two only achieves at the cost of reducing 
the earning spouse's protection in case of disabi- 
lity, Proposal Three would recognize the value of 
homemakers' work, would make wives more independent 
of their husbands financially, and would generally 
greatly increase the fairness and rationality of the 
Canada Pension Plan. 


Inasmuch as the goals discussed here are 


important ones, and we of the Canada Pension Plan 
Advisory Committee believe they are, there is no doubt 
that Proposal Three is a much better plan all around than 
Proposal Two (or One). 


CONCLUSION 


The Canada Pension Plan does make provision for 


homemakers at the present time through its payment of 
benefits to surviving spouses. Having analyzed the 
effects of these provisions, we concluded that they are 
unfair, illogical, discriminatory and inadequate and 
should be replaced by a better system as soon as 
possible. 


Upon reviewing the alternatives being put forward 


by various sectors to replace the present treatment of 
homemakers in the CPP, we find that the most satisfactory 
is a system that would combine all the following 
elements: 


a) 


io 


d) 


the implementation of the "child-care drop-out" 
provision, expanded to cover the periods spent caring 
for disabled family members, to protect the CPP 
credits of women who spend most of their lives in the 
labour force, stopping only for a few years to raise 
their young children or care for disabled family 
members; 


the establishment of a mandatory "drop-in" program in 
the CPP to cover long-term homemakers whose links 
with the labour market are too weak for them to 
benefit from the "drop-out" period; part-time 
homemakers/earners would also be included in this 
program; 


the mandatory splitting of the CPP credits of all 
spouses on divorce, retirement or death; no renuncia- 
tion of any rights to these credits should be 
allowed; 


the abolition of widows(ers)' benefits for those over 
the age of 65 (with a "grandmother" clause to ensure 
that people aged 35 and over when this change is 
introduced are not adversely affected), as well as 
reform of the benefits to widows(ers) under the age 
ODO. 


None of these recommendations would require the 
subsidization of CPP benefits by the government. In the 
case of homemakers who are performing tasks benefiting 
all of society, such as the care of young children or 
very disabled family members, the cost of their 
participation in the CPP would be borne by all CPP 
participants. In the case of other homemakers, who are 
typically older housewives keeping house for their 
husbands and/or their husbands and older children, the 
contributions required would be paid by the adults who 
benefit most from the homemakers' services, usually the 
husbands. 


We are convinced that these reforms would 
considerably improve the Canada Pension Plan in every 
respect. We also strongly believe that they are 
essential to give Canadian homemakers access to fair and 
adequate pensions in their old age. 


—-— so ee 
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‘Minority Report 
on 
"More Effective Participation of Homemakers 
in the 


Canada Pension Plan" 


Submitted by: 


Bob Baldwin 
Joan De'Ath 
George Unsworth 


In dissenting from the majority report of the 
Advisory Committee on the "More Effective Participation 
of Homemakers in the Canada Pension Plan", we wish to 
make it clear that there is a very wide area of agreement 
between ourselves and the majority. We agree whole- 
heartedly that the incomes of elderly women in Canada 
today are deplorable and that the pension arrangements 
ihateare’ CURreNncLy in Dlace> do not treae women taicly. 
We also agree with all of the changes to the Canada 
Pension Plan that are proposed in the majority report 
except for the proposal to require contributions: on 
behalf of homemakers and the related proposal to elimi- 
nate pHenefits ‘to*survivors ‘over 65.’ ‘Thus’ this’ ‘dissent 
will deal almost exclusively with the question of 
contributions on behalf of homemakers. 


In the majority report, contributions to the CPP 
on behalf of homemakers are viewed as making a positive 
contribution to meeting four objectives: 


(1) insuring that all older women have CPP retirement 
benefits; 


(2) increasing the incomes of women over 65; 


(3) increasing the economic independence of women; 
and, 


(4) recognizing the economic value of homemaker 
services. 


Of these four objectives, it is only the last one that 
requires contributions on behalf of homemakers as its 
sole means of being met. The first objective can be met 
Enrougn the: automatic splitting of CPPYvcredi ts). An 
increase in CPP benefits for all contributors, when 
coupled with’ credit splitting, can provide whatever 
degree of retirement income that could be provided by 
contributions on behalf of homemakers. As far as the 
economic independence of women is concerned, it seems to 
us that homemakers are neither better off nor worse off 
under a regime which requires contributions by a husband 
thaw they ave under %a “credit “Splitemgd regime. ~The need 
to rei, oO a asoang. Ss CONtRIDutTOnS LO tne CP PadOes not 
eliminate dependence; at best it changes its form. Thus, 
as was mentioned above, “the only “objective that requires 
contributions on behalf of homemakers as a unique solu- 
tion, is recognizing the economic value of homemaker 
services. 


In rejecting contributions on behalf of 
homemakers, no attempt is being made to dispute the point 
that homemaker services have real economic value. They 
do. However it does not. follow. automatically that, they 
should be treated as pensionable earnings. 


In. Chi S, regard, situs, worthy noting -thatesbne 
purpose of pension arrangements is to allow people to 
sever their dependence on labour markets and still 
Maintaim their) standard,of Living; im- whole) or@ny part. 
Thus a number of forms of income are excluded from the 
category of pensionable earnings under the CPP on one or 
both of two grounds: the income does not stem from 
dependence on labour markets; and/or there is no reason 
to believe that the income will (or should) end at a 
certain age. All forms of property income (dividends, 
rents, interest, etc.) ,andsall .forms,-of ancome pint kind 
are excluded on these grounds. These general considera- 
tions should remind us that: 1) establishing the fact 
that homemaker services have real economic value does not 
constitute a sufficient basis for treating them as 
pensionable earnings; 2) if the flow of real income that 
stems from the provision of homemaker services does not 
cease at,65, the CPP. wid be replacing,in monetary, form, 
a flow of real income that will be continuing in any 
Gase.. It \Wstalsoustriking that the proposal, to requtee 
contributions on behalf of homemakers implies that the 
economic value of homemaker services does not have to be 
recognized in asmonetary form prior to age 65, but it 
does after 65. This position confuses a pension issue 
(the maintenance of living standards) with the general 
distributional issue of the economic treatment of 
homemakers. 


As a way of placing an economic value on 
homemaker services, the proposal in the majority report 
implies that the homemaker services of women who 
completely withdraw from the paid labour force have a 
value that must be recognized by the CPP. But if a woman 
enters the paid labour force, her homemaker services have 
a value that declines with the amount of her earnings up 
to 3 the average industrial wage. If her earnings exceed 
3AIW, her homemaker services have no value that must be 
recognized by the CPP. To us, this iS an unacceptable 
proposition,.as,it. relates: to (the... 5) million, Canadian 
women who have entered the paid labour force and provide 


substantial homemaker services as well. It may be 
needless but harmless to add that the proposal in the 
majority report implies that the homemaker services of 
Single women have no economic value that must be 
recognized by the CPP even if these women are raising a 
family. 


Not surprisingly, this uneven method of placing a 
value On homemaker services will give rise to inequalities 
in the degree to which the CPP will replace pre-retirement 
money. earnings. Single contributors will continue to have 
25 percent of their pre-retirement earnings replaced by 
the CPP. “Couples in which only one’ spouse worked will 
have 373 percent of their pre-retirement earnings replaced 
if the earner had earnings equal to the AIW; higher 
percentages will be replaced at lower levels of earnings 
and lower percentages at higher earnings levels. MTwo- 
earner couples will fall between these two extremes as 
long as the wife earns less than 7AIW. If she earns more 
than 3ZAIW, then two-earner couples will be in the same 
Situation as single people. This brief account of the 
inequalities in the replacement of pre-retirement money 
earnings understates the degree of inequality that will 
result from the majority proposal for two reasons. First, 
the required contributions on behalf of homemakers will 
have to be paid entirely out of the money incomes. of 
households which means that their net (after tax) 
replacement rates will be even larger in relation to the 
net replacement rates for single people and one-earner 
couples. Second, the one-earner couples receive two OAS 
benefits despite having only one income to replace; thus 
the public pension system as a whole already tends to 
replace more of the money earnings of one-earner couples 
than of others. During a period when fewer people will be 
reaching retirement age as members of one-earner couples, 
it does not seem appropriate to accentuate the preferred 
position of this group with regard. to the replacement of 
money earnings. 


Percentage of Pre-Retirement Money Earnings 
Replaced by the OAS and CPP by Work and 
Marital Status, and Earnings Level 


Work & Marital 
status Single l-Earner Couple  2-Earner Couple 


Earnings Level ;AIW AIW 7AIW AIW AIW+3AIW AIW+AIW 


Percentage of 
Earnings 
Replaced by: 


OAS 23 Sd 56 28 20 14 
CPP primary earner 259525 25 25 vhs 250 


CPP secondary earner 
(assuming mandatory 
contributions) 25 123 25% 25% 


Total 53 39 106 653 45 39 


* NOTE: in these cases 25% of each of two earnings are being replaced. 


Finally -uteshouldrbe moted *thatr re %contribucitons 
on behalf of homemakers are coupled with a general 
increase in CPP benefits, middle and low income households 
with only one earner would be forced by the majority 
proposal to take significantly higher incomes after 65 
than they#had prior” to 65? “This -does not strike’ us “asia 
reasonable state of affairs, even for the homemaker who 
would have to bear some of the burden of foregone 
earnings prior to retirement. Even with no increase in 
benefits, the majority proposal will involve short run 
Situations that will be extremely difficult for many 
households, for example, when contributions to the CPP on 
behalf of a homemaker are required of people who are 
unemployed. 


Ine short tthen, Our Opposition to “the majyority 
proposal to require contributions to the CPP¥on behnalt of 
homemakers stems from three considerations: 


the proposal places an economic value on homemaker 
services in a fashion that is inequitable among 
one-earner couples, two-earner couples and single 
people; 


the proposal introduces an inappropriate 
inequality in the degree to which the CPP replaces 
the pre-retirement money earnings of different 
groups, of contributors. 


if coupled with a general increase in CPP 
benefits, the proposal is economically irrational 
even for one-earner couples. 


A general increase in CPP benefits coupled with the other 
proposals in the majority report would be the most even- 
handed way of improving the retirement income of all 
older women. 


In addition to these concerns regarding the 


proposal to require contributions to the CPP on behalf of 
homemakers, several other points are worth making in 
point form: 


1) 


2) 


Combining contributions on behalf of homemakers 
with credit splitting and the abolition of 
benefits to survivors over 65, means that the 
retirement income of survivors will. be cut in half 
on the death of the other spouse. Since the money 
income needs of single people typically exceed one 
half of the needs of couples - if the same 
Standard of living is to be enjoyed - the implica- 
tions of eliminating survivor benefits deserve 
more attention than they have received in the 
majority report. 


An assessment of the adequacy of CPP benefits 
should always take account of the benefits avail- 
able from, .the. OAS program... jThe, failure, to do, thas 
in two passages in the majority report leads to 
highly. debatable conclusions... Specifically, the 
conclusion that one-earner couples are treated 
worse than two-earner couples is far from obvious 
once the effects of the OAS are taken into 
ACCOURC wpe SO, athe, conc buss Onj.that ».1o. 1s uuniair co 
terminate the flat rate component of CPP benefits 


3) 


4 ) 


to survivors under 65 seems, quite deliberately, 
tolvignereéstne Vavallapiintyeor- Ono, at’ 65% 
(Incidentally, since the flat rate component of 
these benefits amounts to 38 percent of the 
maximum benefit, 1t does not Seem appropriate to 
say that at’ "barely “attectsythe CPP benefits or 
widow(ers) of average and high income spouses". ) 


With the introduction, Of credi © spritting on 
divorce, separation, death and disability, the 
ultimate CPP retirement benefits to which people 
will become entitled will reflect household 
earning histories over long periods of time. This 
1S very important to bear in mind when assessing 
the effects of divorce, separation or becoming 
widowed - particularly at young ages. The point 
is that there will be a substantial life history 
between the date of divorce, etc., and age 65, and 
this life history will have an impact on a 
person's ultimate CPP retirement benefit. Thus, 
while the case of someone who becomes divorced at 
64 is a problem as the report suggests, it is not 
a typical case from which the effects of divorce 
Should be generalized. With regard to divorces 
shortly before retirement, it is appropriate to 
look at special rules as the report suggests, Dut 
Lt lSwa narrows basi S Onawhichto call forsa. major 
redesigning of the CPP. 


Currently, the contributions and benefits under 
the CPP are both tied to the money earnings of 
contributors... | lhe proposal to require” contribu— 
tions on behalf of homemakers would tie benefits, 
in part, to real non=money income, but the 
required contributions would still have to be paid 
out of the household's money income. In short, 
the direct link between levels of required contri- 
butions and levels of money earnings would be 
broken. Hence, it is not appropriate to Suggest, 
as the report does, that the potential problems 
posed by the required contributions are merely a 
larger version of the potential problems posed by 
existing arrangements. Moreover, while there are 
serious problems in estimating the contribution 
rates required by the CPP beyond the year 2000, it 
1s somewhat disingenuous to avoid the implications 
of required contributions on behalf of homemakers 


on the contribution rate by simply saying "The 
tentative estimates that have been done are 
hopelessly flawed because they fail to take into 
account the reductions in cost that would result 
from the abolition of several categories of 
widow(ers)' benefits". 


All of the proposals of the CLC assume that the 
basic CPP retirement benefit is doubled from 25 to 
50 percent of pre-retirement earnings on earnings 
up to the average industrial wage. Thus it is 
wholly inappropriate to take the existing benefit 
level as given in characterizing the benefits that 
would follow from their proposals. 
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